THE  TRAGEDT OF RAMS AT MACDONALD
Prime Minister also intimated that there had been interviews
with Sir Ernest Harvey, Deputy Governor of the Bank of
England. Sir Ernest had been acting in the absence of Mr.
Montagu Norman, who was stated to be ill.
No definite figure of the economies was suggested to the
sub-committee. The May Committee had recommended 96
millions ; but, as that sum included savage cuts in all depart-
ments of unemployment insurance, it seemed to be recognized
that it would not be agreed to by a Labour Government.
The enormous total of 180 millions was continually kept before
the Committee, and the preliminary review of the economies
was directed to finding out how large a proportion of that total
could be covered by reductions in expenditure. It was under-
stood that, once this proportion had been ascertained, the
Committee would pass on to consider methods of raising
additional revenue.
It soon became manifest that the sub-committee was sharply
divided. MacDonald, Snowden, and Thomas were acting
together ; Henderson and Graham were joined on the other
side. MacDonald and Snowden had evidently come well
primed. A deficit can be met by increasing revenue or by
diminishing expenditure. The Prime Minister insisted on
discussing expenditure. Henderson protested that this was
beginning at the wrong end. Surely before discussing drastic
cuts in essential services, it would be well to find out what
resources could be obtained in the field of additional taxation.
MacDonald and Snowden strongly opposed this view; they
would discuss cuts and nothing else. It was impossible for
Henderson and Graham to prevent this, but they again and
again insisted that they would not be bound by any decision
come to ; they considered that they were merely engaged in a
preliminary examination. Afterwards there might be a report
to the Cabinet, not necessarily with specific recommendations.
In effect, the hands of all were to be kept entirely free.
The Treasury had supplied a rather important document.
Having regard to the fact that the May Report was largely the
product of the Treasury, it was inevitable that the suggestions
in the memorandum should bear traces of that relationship.
One difference, however, was that the Treasury recommended
a cut of 10 per cent in unemployment benefit rates, whereas
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